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Independent Auditors’ Report on Internal Control Over Financial Reporting  
and on Compliance and Other Matters Based on an Audit of Financial Statements  

Performed In Accordance With Government Auditing Standards 
 
To the Honorable Robert E. Hebert, County Judge 
and Members of the Commissioners Court 
Fort Bend County, Texas 
 
We have audited the financial statements of the governmental activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of Fort Bend County, 
Texas, (the “County”) as of and for the year ended September 30, 2007, which collectively comprise the 
County’s basic financial statements and have issued our report thereon dated May 30, 2008. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. 
 
Internal Control over Financial Reporting 
In planning and performing our audit, we considered the County’s internal control over financial reporting as 
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the County’s internal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
County’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies. 
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in 
accordance with generally accepted accounting principles such that there is more than a remote likelihood 
that a misstatement of the entity's financial statements that is more than inconsequential will not be prevented 
or detected by the entity's internal control. We consider the deficiencies described in the accompanying 
Schedule of Findings and Questioned Costs (items #05-02, #06-02, #06-04, and #07-01) to be significant 
deficiencies in internal control over financial reporting.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by the entity's internal control. 
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Our consideration of the internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses. However, we consider significant deficiencies #05-02, 
#06-02, #06-04, and #07-01 described above to be material weaknesses. 
 
Compliance and Other Matters

 
 

As part of obtaining reasonable assurance about whether the County’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results 
of our tests disclosed instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards and which are described in the accompanying schedule of findings and 
questioned costs as item #05-03. 

 
The County’s response to the findings identified in our audit is described in the accompanying Schedule of 
Findings and Questioned Costs. We did not audit the County’s response and, accordingly, we express no 
opinion on it.  
 
Closing 
This report is intended solely for the information and use of the County Judge, Commissioners Court, 
management, others within the organization and federal awarding agencies and pass-through entities and is 
not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
 
Houston, Texas 
May 30, 2008 



 
 
 

11 Greenway Plaza, Suite 1515 
Houston, TX 77046 

(713) 621-1515 
Fax: (713) 621-1570 

 

 
 
 
 

2277 Plaza Drive, Suite 260 
 Sugar Land, TX 77479 

(281) 242-8600 
Fax: (281) 242-7333 

 

 

3 
 

Independent Auditors’ Report on  
Compliance with Requirements Applicable 

 to Each Major Federal Program and on Internal Control  
Over Compliance in Accordance with OMB Circular A-133 

 
To the Honorable County Judge and  

Members of the Commissioners Court 
Fort Bend County, Texas 
 
Compliance 
We have audited the compliance of the Fort Bend County, Texas (the “County”) with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement that are applicable to each of its major federal programs for the year ended 
September 30, 2007.  The County's major federal programs are identified in the summary of auditors’ results 
section of the accompanying Schedule of Findings and Questioned Costs.  Compliance with the requirements 
of laws, regulations, contracts and grants applicable to each of its major federal programs is the responsibility 
of the County’s management.  Our responsibility is to express an opinion on the County's compliance based 
on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with 
the types of compliance requirements referred to above that could have a direct and material effect on a 
major federal program occurred.  An audit includes examining, on a test basis, evidence about the County's 
compliance with those requirements and performing such other procedures, as we considered necessary in 
the circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our audit does not 
provide a legal determination on the County's compliance with those requirements. 
 
In our opinion, the Fort Bend County, Texas complied, in all material respects, with requirements referred to 
above that are applicable to each of its major federal programs for the year ended September 30, 2007.  
 
Internal Control Over Compliance 
The management of the County is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. 
In planning and performing our audit, we considered the County’s internal control over compliance with the 
requirements that could have a direct and material effect on a major federal program in order to determine 
our auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the County’s internal control over compliance. 
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A control deficiency in an entity’s internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on 
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity’s ability to administer a federal program such that there is more than a remote 
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the entity’s internal control.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the entity’s internal control.  
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 
 
Schedule of Expenditures of Federal Awards 
We have audited the financial statements of the governmental activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of the County, Texas as of 
and for the year ended September 30, 2007, and have issued our report thereon dated May 30, 2008. Our 
audit was performed for the purpose of forming our opinions on the financial statements that collectively 
comprise the County’s basic financial statements. The accompanying Schedule of Expenditures of Federal 
Awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a 
required part of the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all 
material respects, in relation to the basic financial statements taken as a whole. 
 
Closing 
This report is intended solely for the information and use of the County Judge, Commissioners Court, 
management, others within the organization and federal awarding agencies and pass-through entities and is 
not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
Houston, Texas 
May 30, 2008 
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FORT BEND COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Pass Through/ 
Contract# Federal Grantor/ Pass Through Grantor/ Program Title

Federal 
CFDA 

Number

 
Expenditures, 

Indirect 
Costs, and 
Refunds 

U.S. Department of Agriculture

079017A2007 Food Donation 2006-2007 10.550 3,556$           
079017A2008 Food Donation 2007-2008 10.550 1,461             
792002 National School Breakfast Program 2006-2007 10.553 22,494           
792002 National School Breakfast Program 2007-2008 10.553 5,973             
792002 National School Lunch Program 2006-2007 10.553 44,388           
792002 National School Lunch Program 2007-2008 10.553 11,715           
079-1001 Summer Food Service Program for Children 10.559 139,108         

     Total U.S Department of Agriculture 228,695         

U.S. Department of Housing and Urban Development

B-04-UC-48-0004 Community Development Block Grant 2004 14.218 6,845             
M-04-UC-48-0216 Home Program 2004 14.239 10,468           
B-04-UC-48-0004 Housing Rehabilitation 2004 14.218 3,250             
B-05-UC-48-0004 Community Development Block Grant 2005 14.218 993,228         
M-05-UC-48-0216 Home Program 2005 14.239 409,467         
M-05-UC-48-0216 ADDI Program 2005 14.239 17,166           
B-06-UC-48-0004 Community Development Block Grant 2006 14.218 734,356         
M-06-UC-48-0216 Home Program 2006 14.239 284,632         
M-06-UC-48-0216 Housing Rehabilitation 2006 14.218 74,544           
S-06-UC-48-0003 ESG Program 2006 14.239 64,885           
M-06-UC-48-0216 ADDI Program 2006 14.239 8,566             

     Total U.S. Department of Housing & Urban Development 2,607,407      
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FORT BEND COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Pass Through/ 
Contract# Federal Grantor/ Pass Through Grantor/ Program Title

Federal 
CFDA 

Number

 
Expenditures, 

Indirect 
Costs, and 

U.S. Department of Justice

2005-DJ-BX-0356 Edward Byrne Justice Assistance Grant 16.738 11,236           
2006-DJ-BX-0239 Edward Byrne Justice Assistance Grant 16.738 22,949           
2007-DJ-BX-1321 Edward Byrne Justice Assistance Grant 16.738                   
2005-UL-WX-0003 C.O.P.S. Universal Hiring Program 16.710 279,423         
2006-DD-BX-0023 Gang Task Force Grant 16.744 522,678         
SW-TX-0613 Organized Crime Drug Enforcement Task Forces N/A 4,417             
SW-TX-0647 Organized Crime Drug Enforcement Task Forces N/A 4,768             

845,471         

Passed Through State Criminal Justice Division:
JB-05-J20-133525-08 Curfew Task Force Grant 16.523 16,825           
VA-06-V30-13648-07 Victim Services Program 16.575 28,198           
VA-06-V30-13648-08 Victim Services Program 16.575 8,795             
VA-06-V30-13645-07 Victim Witness Staff Expansion 16.575 56,869           
VA-06-V30-13645-08 Victim Witness Staff Expansion 16.575 15,450           
WF-06-V30-13447-09 Violence Against Women Prosecutor 16.588 36,625           
WF-06-V30-13447-10 Violence Against Women Prosecutor 16.588 2,555             
WF-06-V30-15157-08 Violence Against Women Investigator 16.588 31,815           
WF-06-V30-15157-09 Violence Against Women Investigator 16.588 2,153             
JA-04-J20-17938-02 Juvenile After-Care Program 16.540 32,681           
JA-07-J20-17938-03 Juvenile After-Care Program 16.540 2,246             

234,212         

Passed Through Executive Office of the President - 
Office on National Drug Control Policy:

I4PHNP540Z High Intensity Drug Trafficking Area    (HIDTA) 16.001 12,822           
I5PHNP540Z High Intensity Drug Trafficking Area    (HIDTA) 16.001 127,287         
I6PHNP540Z High Intensity Drug Trafficking Area    (HIDTA) 16.001 170,430         
I7PHNP540Z High Intensity Drug Trafficking Area    (HIDTA) 16.001 105,552         

416,091         

     Total U.S. Department of Justice 1,495,774      
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FORT BEND COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Pass Through/ 
Contract# Federal Grantor/ Pass Through Grantor/ Program Title

Federal 
CFDA 

Number

 
Expenditures, 

Indirect 
Costs, and 

U.S. Department of Transportation

Passed Through Texas Department of Transportation:
TX90-X63-00 Section 5307 Urban Public Transportation 20.507 494,955         
TX90-X63-00 Section 5307 Urban Public Transportation 20.507 362,725         
51612F7107 Section 5311 State/Local Rural Public Transportation 20.509 29,528           
51712F7244 Section 5311 State/Local Rural Public Transportation 20.509 275                
51712F7019 Section 5311 State/Local Rural Public Transportation 20.509 38,778           
51812F7019 Section 5311 State/Local Rural Public Transportation 20.509 138                
51512F7183 Section 5310 Elderly & Disabled Transportation Program 20.513 52,902           
51612F7190 Section 5310 Elderly & Disabled Transportation Program 20.513 330,047         
51712F7139 Section 5310 Elderly & Disabled Transportation Program 20.513 176,642         
CSJ 1258-03-038 & 039 West Park Toll Road (Project#NH2004334) 20.205 2,134,929      
CSJ 1415-02-032 FM1464 (99-1093) 20.205 15,671           
CSJ 0912-34-100 Mason Rd (359-99) 20.205 37,034           
CSJ 0543-03-056 FM 762 (59 - Crabb River Rd) 20.205 27,779           
CSJ 0543-02-053 FM 359 (JC-723) 20.205 26,876           
CSJ 0912-34-109 Westheimer Pkwy/Greenbusch/Pin Oak 20.205 1,809             

3,730,088      

     Total U.S. Department of Transportation 3,730,088      

U.S. Department of Health & Human Services
Passed Through Texas Department of Family & Protective
Services:

23357254 Foster Care Title IV-E FY '07  (CWS) 93.658 20,509           
23357253 Foster Care Title IV-E FY '07  (Legal) 93.658 60,994           
23380555 Foster Care Title IV-E FY '08  (Legal) 93.658 4,650             
23380554 Foster Care Title IV-E FY '08  (CWS) 93.658 5,628             

91,782           

Passed Through Texas Juvenile Probation Commission:
TJPC E-2007-079 Title IV-E Foster Care Reimbursement Program 93.658 23,271           
TJPC E-2007-079 Title IV-E Foster Care Reimbursement Program 93.658 366,328         

389,599         
Passed Through Texas Department of State Health Services:

7460019692 200603C 06CPS - Bioterrorism Preparedness 93.283 1,098,040      
2008-022912 CPS - Bioterrorism Preparedness 93.283 14,430           
7460019692C2007 CRI - Cities Readiness Initiative 93.283 162,331         
2007-022466 Infectious Disease Surveillance and EPI Branch 93.283 7,843             
7460019692A2006 CPS - Bioterr - CHEMPAK 93.283 457                

1,283,101      

     Total U.S. Department of Health & Human Services 1,764,482      
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FORT BEND COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Pass Through/ 
Contract# Federal Grantor/ Pass Through Grantor/ Program Title

Federal 
CFDA 

Number

 
Expenditures, 

Indirect 
Costs, and 

Department of Homeland Security

N/A Emergency Food & Shelter - National Board Program 97.024 395,449         
DR 1606-007 Alert AM Emergency Advisory Radio System 97.039 251,778         

647,227         
Passed Through Texas Department of Public Safety,
Division of Emergency Management:

2005-GE-T5-4025 Urban Area Security Initiative (UASI) 2005 97.008 588,222         
2006-GE-T6-0068 Urban Area Security Initiative (UASI) 2006 97.008 360,217         
2005-GE-T5-4025 Law Enforcement Terrorism Prevention Program  2005 97.074 80,000           
2005-GE-T5-4025 State Homeland Security Program (SHSP) 2005 97.073 387,730         
07TX-EMPG-0511 Emergency Mgmt Assistance Program (EMPG) 97.042 123,443         
07-DEM-LEPC-4 Hazardous Materials Emergency Preparedness Planning Grant

by Local Emergency Planning Committee (LEPC) 97.703 15,000           

1,554,612      

Passed through State Administrative Agency (SAA):
2005-GR-T5-0103 Buffer Zone (Sheriff's Office) 97.078 199,428         

     Total Department of Homeland Security 2,401,267      

Total Expenditures of Federal Awards 12,227,713$  
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NOTE - BASIS OF ACCOUNTING 
 
The County accounts for all awards under programs in the General and Special Revenue Funds.  These 
programs are accounted for using a current financial resources measurement focus.  With this measurement 
focus, only current assets and current liabilities generally are included on the balance sheet.  Operating 
statements of these funds present increases (i.e. revenues and other financing sources) and decreases (i.e. 
expenditures and other financing uses) in net current assets. 
 
The modified accrual basis of accounting is used for these funds.  This basis of accounting recognizes 
revenues in the accounting period in which they become susceptible to accrual, i.e. both measurable and 
available, and expenditures in the accounting period in which the liability is incurred, if measurable, except 
for certain compensated absences and claims and judgments, which are recognized when the obligations are 
expected to be liquidated with expendable available financial resources. 
 
Federal grant funds for governmental funds are considered to be earned to the extent of expenditures made 
under the provisions of the grant. When such funds are advanced to the County, they are recorded as deferred 
revenues until earned.  Otherwise, federal grant funds are received on a reimbursement basis from the 
respective federal program agencies. Generally, unused balances are returned to the grantor at the close of 
specified project periods. 



FORT BEND COUNTY, TEXAS 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended September 30, 2007 
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SECTION I - SUMMARY OF AUDITORS’ RESULTS  
 
LEVEL  DESCRIPTION 

 
FINANCIAL STATEMENTS 
  
Type of report issued on financial statements. Unqualified 

 
Internal control over financial reporting: 

a. Material weaknesses identified 
b. Significant deficiencies identified that are not 

considered to be material weaknesses 

 
#05-02, #06-02, #06-04, #07-01 
 
None 
 

Noncompliance material to the financial statements noted #05-03 
 

  
FEDERAL AWARDS 
  
Internal control over major programs: 

a. Material weaknesses identified 
b. Significant deficiencies identified that are not 

considered to be material weaknesses 
 

None reported 
 
None reported 

Type of reports on compliance with major program Unqualified 
 

Findings and questioned costs for federal awards as 
defined in Section .510(a) OMB Circular 133 

There were no known questioned costs above 
$10,000 
 

Major Federal Programs 1. Community Development Block Grant 
Program    – 14.218 

2. HOME Investment Partnership Program – 
14.239 

3. Anti – Gang Initiative – 16.744 
4. Capital Assistance Program for Elderly 

Persons and Persons with Disabilities – 
20.513 

5. Centers for Disease Control and 
Prevention – Investigation and Technical 
Assistance – 33.283 

6. Foster Care – Title IV-E – 33.658 
7. Emergency Food and Shelter National 

Board Program – 37.024 
8.  State Homeland Security Program – 

37.073 
Dollar threshold considered between Type A and Type B 
federal programs 

 
$366,831 
 

Low risk auditee statements The County was classified as a low-risk auditee in 
the context of OMB Circular A-133. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended September 30, 2007 
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Section II – FINANCIAL STATEMENT FINDINGS 
 
Finding #05-02-Capital Assets  
 
Criteria 
Effective controls should be in place in order to prevent and detect errors in the reporting and accounting 
of capital assets and related matters such as additions, retirements and depreciation of such items.  A 
capital asset policy should be implemented in which outlines the proper accounting and reporting of fixed 
and capital assets including establishing monitoring and procedural controls in order to prevent and detect 
errors in a timely manner, provide instructions on how to account for and report on capital asset additions 
and retirements in order to ensure timely and accurate reporting, defining the useful lives and related 
depreciation rates of assets and establishing guidelines for other matters that relate to capital assets.  
 
Condition 
The County has no formal capital asset policy in place in which establishes controls in order to prevent 
and detect accounting and reporting errors.  This has resulted in capital assets not being classified as such 
in a timely manner,  capital additions being recorded before being received, the recording of retired 
capital assets not being performed in a timely manner and the amounts received for the sale of retired 
assets not being properly recorded.  Auditors noted that the amounts involved for the aforementioned 
issues did not cause the financial statements to be materially misstated. However, the presence of such 
lack of effective controls could cause financial statements to be materially misstated. 
 
Context 
Auditors discovered this while performing testing of capital asset related items such as additions, 
retirements and depreciation. 
 
Effect 
The effects of the conditions described above include, capital assets not being properly classified in a 
timely manner, capital items being added before being received and the recording of retirements including 
amounts received from the sale of such retirements, not being performed in a timely manner.  
 
Cause 
The cause primarily relates to the lack of effective control procedures being in place, as well as, the 
County not having a capital asset policy in place. 
 
Recommendation 
The County should establish a capital asset policy to include specific control processes in order to prevent 
and detect errors in the reporting of capital assets.  The policy should include instructions for identifying 
expenditures to classify as capital assets, procedures to account and report capital additions and 
retirements, depreciable lives of certain classes of assets and other procedures in order to ensure that 
adequate controls are in place to accurately record the County’s assets in a timely manner. 
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For the Year Ended September 30, 2007 
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Finding #05-03 -Arbitrage Analysis 
 
Criteria 
Arbitrage analysis should be performed to determine if any amounts are due to the U.S Treasury for the 
excess of interest earned by a governmental unit on bond proceeds over interest paid to bond holders. 
 
Condition 
The County has not performed arbitrage analysis for 7 years. 
 
Context 
Auditors discovered the condition as a result of inquiring management. 
 
Effect 
Not performing an arbitrage analysis increases the risk that the County is entering into investments in 
which may result in liabilities due to the U.S. Treasury. 
 
Cause 
Management has not engaged a professional service firm to perform an arbitrage calculation. 
 
Recommendation 
The County should engage a professional service firm that specializes in arbitrage calculations to analyze 
such information. 

 
Finding #06-02 Year-End Closing 
 
Criteria 
The County should perform its year-end general ledger closing activity on a timely basis.  Such activity 
includes making all necessary journal entries to the accounting system relating to the applicable fiscal 
year, reconciling all general ledger accounts to source documents, and analyzing the general ledger 
accounts for reasonableness.  
 
Condition 
The County is performing general ledger closing activity long after its year end date. Specifically, 
although the County’s year-end is September 30th, the general ledger accounting system did not close (i.e. 
significant journal entries made and account balances reconciled) until February (at least 4 months later). 
Having a significant lag with the fiscal year end closing activity creates the risk of errors and inaccuracies 
not being discovered on a timely basis, as well as, increases the risk of fraud for cash related accounts. It 
also does not allow for optimal time and resources to be utilized for the external auditing and financial 
reporting functions.  Therefore, resources are not optimally utilized and the risk of financial statement 
errors increases. 
 
Context 
This matter was determined throughout the external audit process.  
 
Effect 
Not closing the books in a timely matter creates a higher risk of financial statements being reported 
inaccurately, resources being utilized inefficiently, and causes delays with the external auditing process.  
 



FORT BEND COUNTY, TEXAS 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended September 30, 2007 
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Cause 
There may be a lack of resources to allocate to the closing process.  Also, there may not be a “sense of 
urgency” to complete such tasks.  
 
Recommendation 
The County should make necessary adjustments and reconcile account balances on a monthly basis where 
possible in order to prevent volumes of entries being necessary subsequent to year-end.  Also, the County 
should determine an appropriate scope to utilize in deciding which transactions to make adjustments for 
in order to decrease the number of adjustments made.  The County should also consider bringing in 
additional resources to assist in the closing process.  
 
Finding #06-04-Grant Administration 
 
Criteria 
The grant administration function should be centrally managed so that all grant resources are timely and 
properly accounted for, recognized, and reported. This function also should maintain records of all grants 
and potential grants including the grant's status, compliance requirements, grant funding amounts, amount 
of resources utilized in order to facilitate the objectives of the grant, and names of responsible parties of 
the grantor and grantee (benefiting County department or function). 
 
Condition 
The County does not have an effective, centralized grant administration function.  This results in 
increased risk of grant resources not being properly accounted for, utilized, or recognized.  This also 
increases the risk of grantees not meeting the grant compliance requirements or meeting its objectives and 
reporting requirements.   
 
Context 
This was determined during the grant testing process. 
 
Effect 
Not having an effective centralized grant administration function results in grants being improperly 
accounted for and reported, higher risk of the County not meeting compliance requirements that may 
result in resources being refunded to the grantor, and lack of monitoring of grants from the grant's 
implementation through conclusion.  
 
Cause 
The County does not have a grant department that operates as the central hub for its grant administration. 
 
Recommendation 
The County should implement a centralized grant administration department in which functions as a 
central hub from the beginning stages (e.g. grant research and application process) through conclusion 
(e.g. financial reporting).  This department would be responsible for tracking the status of all current and 
potential grants, determine the grants compliance requirements and periodically assess whether or not 
such requirements are being met.  In addition, the grant administration function would verify accounting 
records with source data from the grantor, maintain a listing of grantor and grantee contacts, and other 
functions relating to grant administration.   
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Finding #07-01 – Formal, Written Year-End Closing Procedures 
 
 
Criteria 
Management of the County is responsible for developing formal, written year-end closing procedures and 
implementing those procedures to ensure proper financial reporting. 
 
Condition 
The County does not have formal, written year-end closing procedures.  This year’s closing process was 
marked by delays caused by miscommunication among the accounting personnel.  The lack of formal, 
written procedures resulted in the County not adjusting all account balances to reflect appropriate year-
end balances. This is a necessary step to ensure the financial statements are fairly stated. The unrecorded 
amounts were, in our judgment, material to the financial statements. Management subsequently recorded 
the amounts. Since the County’s control policies and procedures did not prevent or detect a material 
misstatement of the financial statements, we concluded that there is a material weakness in the County’s 
control policies and procedures required to be reported under professional standards. 
 
Context 
This was determined during the audit process. 
 
Effect 
The absence of formal, written year-end closing procedures resulted in delays in producing financial 
reports needed by management and the auditors.  
 
Cause 
The County does not have formal, written year-end closing procedures. 
 
Recommendation 
We recommend that the County develop formal, written year-end closing procedures and assign 
responsibility for completing the procedures to specific County personnel.  The closing procedures should 
be documented in a way that indicates who will perform each procedure and when completion of each 
procedure is due and is accomplished. 
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Section III – Federal Award Findings and Questioned Costs 
 
 
None Noted. 
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Section IV – Status of Prior Year Findings and Questioned Costs  
 
Finding #05-02-Capital Assets  
 
See current year findings in Section II 
 
 
Finding #05-03-Arbitrage Analysis 
 
See current year findings in Section II 
 
 
Finding #05-04-Segregation of Duties-Payroll 
 
Condition 
The County's Human Resource department did not have the latest, approved effective payroll records.  Such 
information was kept by the Payroll department instead, which results in segregation of duty issues since the 
Payroll department processes employees' pay. 
 
Status 
This was corrected with the implementation of the new financial software system that went live December 3, 
2007. 
 
 
Finding #05-05-Contract Management 
 
Condition 
Best practice would dictate that all County contracts be maintained at a central location, even if contract 
management responsibilities are delegated to user departments. Maintenance of County contracts centrally 
would enable the County administrators to ensure that all applicable state guidelines and County policies are 
followed in making contracted purchases of goods and services. 
 
Status 
With the implementation of the new financial system that went live on December 3, 2007, the requirements of 
each contract are entered into the system to enforce the parameters of the contract.  The physical contracts all go 
through Commissioners’ Court with the system flagging the renewal date for contracts with upcoming end dates.  
Purchasing is now the central repository of all physical contracts.  The pre-screening documentation for non-
selected vendors will be requested to be retained by Purchasing. 
 
Finding #06-02 – Year End Closing 
 
See current year findings in Section II 
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Finding #06-03 – Number of Funds 
 
Condition 
The County had an excessive number of funds to account for its transactions, with over 100 funds for its 
accounting and reporting. This resulted in the very time consuming and tedious task of accounting for such 
resources in various funds that otherwise could be consolidated and recorded in fewer funds. 
 

Status 
With the implementation of the new financial system that went live on December 3, 2007, the County uses the 
Activities module to account for projects, grants, and residual funds which allows for the reduction of funds 
within the chart of accounts. 
 
#06-04 – Grant Administration 
 
See current year findings in Section II 
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Section V. – Corrective Action Plan 
 
Finding #05-02-Capital Assets  
 
Responsible Person- Ed Sturdivant, County Auditor 
 
Corrective Action Plan- The County is in the process of establishing a formal written policy for 
recording the purchase and sale of capital assets.  The policy will include instructions for identifying 
expenditures to classify as capital assets as well as procedures to account and report capital additions and 
retirements.  In addition, the written policy will identify depreciable lives of certain classes of assets and 
will include other procedures to ensure that adequate controls are in place to accurately record the 
County’s assets in a timely manner.   
 
Estimated Completion Date- September 2008 
 
 
Finding #05-03 -Arbitrage Analysis 

Responsible Person- Ed Sturdivant, County Auditor   

Corrective Action Plan  
The County has engaged Arbitrage Compliance Specialists to perform all arbitrage calculations to date 
with the assistance of Null-Lairson CPA to facilitate the collection of data. 
 

Estimated Completion Date- December 2008 

 
Finding #06-02-Year End Closing  
 
Responsible Person- Ed Sturdivant, County Auditor 
 
Corrective Action Plan-  
With the implementation of the new financial system that went live on December 3, 2007, the monthly 
and year end closings will occur within 30 and 60 days respectively after the last day of the month/year. 
 
Estimated Completion Date- September 2008 
 

Finding #06-04 Grant Administration  
 
Responsible Person- Commissioners’ Court 
 
Corrective Action Plan  
The County continues to analyze the implementation of a centralized grant administration department that 
will serve as a central hub from the beginning stages (e.g. grant research and application process) through 
conclusion (e.g. financial reporting).  This department/division will be responsible for tracking the status 
of all current and potential grants, determining the grants compliance requirements, and periodically 
assessing whether such requirements are being met. 
 
Estimated Completion Date- September 2008 
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Finding #07-01 Formal, Written Year-End Closing Procedures  
 
Responsible Person- Ed Sturdivant, County Auditor 
 
Corrective Action Plan  
The County will compile the documented software procedures into a single procedure manual with the 
addition of the processes that occur outside of the software. This procedure manual will be maintained to 
represent the most current process. 
 
Estimated Completion Date- September 2008 
 




